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costs, the items which appeared to be fixed and presented in
the profit and loss account were taken. The interest burden,
rent and remuneration of the managing director were taken
to calculate fixed costs.
Firm-I covered its fixed costs and Firm-IX had to bear
fixed costs of Rs. 3.78 lakhs, but by continuing production it
only incurred losses to the tune of Rs. 2.61 lakhs. This implied
that Firm-IX could minimise its losses only by increasing pro-
duction. For Firm-II, III, IV, VIII and X fixed costs were
less than the total negative surplus after meeting all expenses
i.e. they could minimise losses by halting production.
Cost of production occupies a significant place in a firm.
It includes the cost of raw-materials, manufacturing expenses,
wages and salaries, administrative expenses, sales expenses and
interest burden. Identification of major components of costs
enable a firm to increase its efficiency by exercising control
over major cost components.
An analysis of different cost of factors of production
revealed that raw-materials were the major cost component for
more than 50% of the firms viz., I, IV, V, VI, VII, IX and XL
Interest was the major component of cost for Firms II, III and
X which implied their dependence on external funds. For
Firm-VIII administrative expenses were the major cost. In
addition to this, for Firm-VIII salaries, wages and interest
were more than the cost of raw-materials. This implied the
inability of the management to control expenses.
In the chemical group, the share of wages and salaries
in the total cost ranged between 2A%% and 14.07% whereas
the variation was less in the electronics and allied categories
of firms. Except for Firm-VIH, in the remaining firms the
share of wages and salaries in the total cost of production
ranged between 6.18% and 6.44%. Only for Firm-VlII it was
25.22%. This was the highest among all the eleven firms which
belonged to healthy and sick units in the chemical as well as
electronics categories. The low wages in the total cost
might have been due to the lesser bargaining power of workers.
Therefore, industries did not become sick on account of labour
trouble. This was observed even in the study made by the